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The Latest on Governmental Audit Quality
If you are an official with a governmen
tal entity associated with the procure
ment of audit services for your organi
zation, you have a vital fiduciary
responsibility to ensure that your audit
is of the highest quality. This article
outlines the importance of audit quality, cov
ers some of the concerns about audit quality in
governmental audits, describes the AICPA’s
Governmental Audit Quality Center for CPA
firms and gives you several ideas on what you,
as a purchaser of audit services, can do to help
ensure the quality of your governmental audit.

disciplinary task force led by the U.S.
Department of Education was estab
lished to provide an overall assessment
of single audit quality. The task force
selected a statistical sample of 208 sin
gle audits for review. The majority of
those reviews have been completed. The task
force is currently in the process of evaluating
and accumulating the results of its work and
expects to issue a final summary report some
time during the second half of this year.
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Pervasiveness of Governmental Audits
Each year more than 6,300 CPA firms per
form thousands of governmental audits. The
audited organizations involved receive billions
of dollars in governmental financial assistance
each year and, as a result, are subject to myr
iad unique and complex audit requirements.
You have likely heard these audits referred to
as “Yellow Book” audits (performed under
Government Auditing Standards') or single
audits. To give you an idea of the pervasive
ness of these audits nationwide, for single
audits alone, there were over 30,000 audits
submitted to the federal government for 2003
(the most recent year with complete submis
sion information), which represented over
$500 billion of federal dollars expended.
Audit Quality Is a Concern
Based on information received from the
AICPA peer review process and ethics investi
gations, improvements are still needed in the
quality of governmental audits. These findings
are further supported by the results of quality
control reviews performed by federal agen
cies. Audit deficiencies noted in reviews of
these engagements relate to various aspects of
the audits, including planning, fieldwork and
reporting.
Based on the federal government’s con
cern about audit quality, an interagency, inter-

AICPA Governmental Audit Quality Center
for CPA Firms
Because of the complexity of these audits and
the concerns about audit quality, you should
ensure that the firm you hire is doing every
thing it can to deliver the highest quality ser
vices. There are a number of resources avail
able from the AICPA to assist auditors in per
forming these audits, including technical guid
ance, practice aids, educational courses and
industry conferences.
Further, to help CPA firms meet the chal
lenges of performing quality governmental
audits, the AICPA launched its Governmental
Audit Quality Center in Sept. 2004. Almost
500 firms of all sizes have joined the center to
date. Firms that join demonstrate their com
mitment to audit quality by agreeing to adhere
to certain membership requirements.
The center keeps member firms informed
about the latest developments, as well as pro
vides tools and information through a dedi
cated center Web site:

www.aicpa.org/GAQC
Additional information on the center can
be found on the center Web site or by sending
an e-mail to GAQC staff at:

gaqc@aicpa.org
While only CPA firms are able to join the
center at this time, a portion of the GAQC

continued on page E2
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continuedfrom page E1—Governmental Audit Quality
Web site is available to the public so that
employees of governmental organizations
can benefit, too. The center is also consider
ing whether to open its membership to state
government audit organizations in the
future.
What Can You Do As a Purchaser of
Audit Services?
If you work for a government and are
involved in procuring audit services with
CPA firms, there are several things to keep
in mind as you go through the selection
process. You have a vital fiduciary responsi
bility and it is in your organization’s best
interest to hire a firm that is well qualified.
Having an auditor familiar with the com
plex requirements surrounding Yellow
Book and single audits will assist you in
obtaining assurance relating to the financial
integrity of funded programs and uncover

awards

ing any possible noncompliance or other
issues early. Although the proposed audit
fees are a consideration when selecting an
audit firm, there are many other factors that
you should consider, including:
• Demonstration of the firm’s qualifications
in response to your request for proposal.
• The availability of experienced, qualified
staff with appropriate technical abilities,
particularly with Yellow Book and single
audits.
• Extent of the firm’s practice with organi
zations like yours.
• Results of the firm’s external peer
review.
• Participation by the firm in quality
improvement programs (for example, the
AICPA’s Governmental Audit Quality
Center). To find a firm that has demon
strated its commitment to audit quality
by joining the GAQC, visit the center’s

Nominations Sought for 2006
AICPA Outstanding CPA in
Government Award

The deadline for nominations to be considered for
the 2006 AICPA Outstanding CPA in Government Award has been
extended from Apr. 1 to Apr. 30. Starting this year, CPAs working
in and contributing to all levels of government—federal, state and
local—will be eligible for nomination. One winner at each level
will be selected each year. The awards are presented at the AICPA
National Governmental Accounting and Auditing Update
Conference. Each submission must include a completed nomination
form and letter of recommendation from the candidate’s govern
ment employer.
In addition, the application should include, at a minimum, a
letter of recommendation from either the nominee’s state CPA soci
ety or other professional association or from an AICPA or state
CPA society member. To be eligible, the nominee must be:
• A member of the AICPA and/or a state CPA society employed in
government. Government employees who have been retired for

Current Edition of the IRS
FSLG Newsletter
Available

Quality Is Critical
There is no question that governmental
audits have a strong public interest compo
nent. These audits provide assurance to
your organization as a recipient of govern
mental financial assistance, regulators and
taxpayers that the laws and regulations
associated with the assistance or programs
are being complied with. Therefore, the
quality of the audits is of utmost impor
tance. If you are associated with the pro
curement of audit services, you should
ensure that your selection process focuses
heavily on the experience and qualifications
of the CPA firm.
For more information contact Mary
Foelster at mfoelster@aicpa.org.

less than one year are also eligible.
• Distinguished by having made a sustained and significant contri
bution to the increased efficiency and effectiveness of his or her
government organization.
• Distinguished by having made a significant contribution to the
growth and enhancement of the profession.
• Nominated through a formal process in accordance with the
specified requirements.
• Currently not serving as the president of his or her state CPA
society or as a member of the AICPA Board of Directors or
AICPA Government Performance and Accountability
Committee.
For more information, contact Pam Green, project manager,
The New Finance:
212/596-6034

212/596-6025

pgreen@aicpa.org

developments and upcom
news current
ing events of interest to government
entities. The freely available Adobe

briefs Acrobat Reader software is required

The Tax Exempt and Government
Entities Operating Division of the Internal
Revenue Service has issued its latest fed
eral, state and local governments newslet
ter. This newsletter is published semian
nually and provides information about

Web site and click on “Find a Center
Member Firm” to view member firms
sorted both by firm name and by state.

to view, print and search this file.
Among the topics covered in the most
recent issue are:
• IRS Launches Abusive Transaction
Settlement Initiative.
• FSLG 2005 Fiscal Year Results.

• Amounts Paid to Inmates.
• New Legislation and Qualified Disaster
Mitigation Payments.
• Directory of FSLG Contacts.
The entire newsletter may be viewed
at:
www.irs.gov/pub/irs-tege/p4090_
0106.pdf

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Ellen J. Goldstein, CPA Letter editor
703/281-2037; e-mail: jmoraglio@yahoo.com
212/596-6112; egoldstein@aicpa.org
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Survey Confirms CPAs’ Salary
Advantage

According to a recent SmartPros Salary Survey,
accounting and finance professionals who are
CPAs earn substantially more than those without a
certification. For instance, accounting and finance survey respon
dents with no certifications earned an average salary of $50,845,
while CPAs earned an average of $84,051—or 65% more than non
accredited accountants. Professionals with both a CPA and MBA
reported an average salary of $87,525.
Overall, the survey looked at accounting and finance profes
sionals with a wide variety of titles, areas of practice, certifications

GASB Issues Two EDs

and years of experience. As a group, they reported an average
annual salary of $70,497, according to SmartPros.
The survey provides a great deal of data broken down by area
of practice, professional title, certification and years of experience.
It can be found at:
accounting.smartpros.com/standard/download/smartpros_
salarysurveyO5.pdf
Separately, a National Association of Colleges and Employers
survey found that salary offers for accounting graduates rose an
impressive 6.2% from last year, to $45,723. More on this survey
can be found at:

a

www.naceweb.org/press/display.asp?year=2006&prid=230

GASB
notes to the financial statements.
The requirements of this pro
The Governmental Accounting UPDATE
posed statement would be effective
Standards Board issued an exposure
for financial statements for periods
draft intended to provide guidance
beginning after June 15, 2007. It is
and consistency with respect to the
available at:
accounting and reporting of obligations and
costs related to pollution remediation. The
www.gasb.org
proposed standards build on a preliminary
The comment deadline is May 1.
views draft that was released for public
Comment letters should be submitted as set
comment in Mar. 2005.
forth at right.
Specifically, the proposal sets forth the
key circumstances under which a govern
GASB issues Proposed TB on Medicare
ment would be required to report a liability
Part D
related to pollution remediation. According
The GASB has also published a proposed
to the proposal, a government would have to
staff technical bulletin intended to clarify
estimate its expected outlays for pollution
the proper reporting of payments that an
remediation if any of the following occur:
employer or a defined-benefit other
• Pollution poses an imminent danger to
postemployment benefit (OPEB) plan
the public or environment and a govern
receives from the federal government under
ment has little or no discretion to avoid
Medicare Part D.
fixing the problem.
Medicare Part D is a new federal pro
• A government has violated a pollution
gram that provides prescription drug bene
prevention-related permit or license.
fits to eligible Medicare recipients. The law
• A regulator has identified (or evidence
that created the program provides for pay
indicates a regulator will do so) a gov
ments to certain employers who provide
ernment as responsible (or potentially
prescription drug benefits to people who
responsible) for cleaning up pollution, or
otherwise would be eligible to participate in
for paying all or some of the cost of the
Medicare Part D; the payments can be as
clean-up.
much as 28% of certain eligible costs.
• A government is named in a lawsuit (or
The technical bulletin looks at four
evidence indicates that it will be) to
specific questions:
compel it to address the pollution.
• How should an employer account for
• A government begins to clean up pollu
and report a Medicare Part D payment
tion or conducts related remediation
from the federal government to the
activities (or the government legally
employer?
obligates itself to do so).
• How does a Medicare Part D payment
In addition to the liabilities, expenses
from the federal government to an
and expenditures that would be estimated
employer affect the accounting for the
using an expected cash flows measurement
transaction and financial reporting by a
technique and be reported in the financial
defined-benefit OPEB plan?
statements, the proposed standard would
• How should an employer account for
require governments to disclose information
and report a Medicare Part D payment
about their pollution clean-up efforts in the

from the federal government to the plan?
• How should a defined-benefit OPEB
plan account for and report a Medicare
Part D payment from the federal govern
ment to the plan?
The proposed technical bulletin is
available on the GASB Web site.

www.gasb.org
The comment deadline is Apr. 17.
Comment letters on both proposals should
be mailed to Director of Research,
Governmental Accounting Standards
Board, 401 Merritt 7, P.O. Box 5116,
Norwalk, Conn. 06856-5116 or submitted
electronically to:
director@gasb.org

Tom Allen to Chair FASAB
David Mosso, the chairman of the
Federal Accounting Standards
Advisory Board, announced that the
FASAB sponsors have selected Tom
Allen to succeed him as chairman of
the board next year. Allen will serve as
a nonfederal member until Mosso’s
term expires on Dec. 31, at which time
Allen will assume the role of chairman.
Allen is currently serving on the
accounting department faculty at Weber
State University. He retired June 30,
2004, as chairman of the Governmental
Accounting Standards Board after serv
ing in that capacity for nine years. He is
a CPA and a member of the AICPA.
Biographies for all current board
members are available at:
www.fasab.gov/fasabmembers.
html
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AICPA Issues New
Risk Assessment
Auditing Standards

The AICPA Auditing
Standards Board has
approved eight new statements on auditing
standards collectively referred to as the
Risk Assessment Standards. The new state
ments, SASs Nos. 104 through 111, will be
effective for audits of financial statements
for periods beginning on or after Dec. 15.
Early adoption is permitted. A summary of
the new standards has been posted on the
AICPA Web site at:

AICPA

www.aicpa.org/risk/
Collectively, the Risk Assessment
Standards provide guidance concerning the
auditor’s assessment of the risks of material
misstatement (whether caused by fraud or
error) in a non-issuer financial statement
audit; design and performance of tailored
audit procedures to address assessed risks;
audit risk and materiality; planning and
supervision; and audit evidence.
In developing the Risk Assessment
Standards, the ASB, which sets auditing
standards for audits of privately held busi
nesses and other “non-issuer” entities, had

IFAC Issues Consultation Paper on
Heritage Assets
The International Public Sector Accounting Standards
Board (IPSASB) of the International Federation of
Accountants has issued a consultation paper entitled

the United Kingdom’s Accounting Standards Board.
The IPSASB notes that many assets of significant cultural,

IPSASB has also issued a proposed stan
dard on the financial reporting of revenue
from non-exchange transactions, includ
ing taxes and transfers.
The ED, Revenue from Non

Exchange Transactions (Including Taxes
and Transfers), deals with a range of mat
ters relative to financial reporting of taxes,

www.cpa2biz.com/risk

artistic and historical importance and outstanding nat
ural beauty are controlled by public sector entities,
including items and sites that are emblematic of partic
ular nations. Diverse approaches to accounting for her
itage assets have been developed by different standardsetters worldwide.
Comments are requested by June 30. (See the following story
for information on where to send them.) The consultation paper
may be found at:

IFAC
update

Accounting for Heritage Assets under the Accrual Basis of
Accounting. The consultation paper includes a Discussion Paper,
Heritage Assets: Can Accounting Do Better?, recently published by

IFAC Proposes New
Requirements for Non
Exchange Revenue

three objectives:
• A more in-depth understanding of the
audited entity and its environment,
including its internal control.
• A more rigorous assessment of the risks
of where and how the financial state
ments could be materially misstated.
• Improved linkage between the auditor’s
assessed risks and the nature, timing and
extent of audit procedures performed in
response to those risks.
The new standards may be purchased
through the AICPA store at:

ifac.org/Store/Details.tmpl?SID=l 141145853327453

including the basis on which a wide range
of taxes should be recognized and how
they should be measured. The ED also
addresses accounting for other major
sources of non-exchange revenue for pub
lic sector entities, including transfers from
other governments and international orga
nizations, and gifts and donations. The
ED also provides guidance on how condi
tions and restrictions on the use of trans
ferred resources are to be reflected in the
financial statements.

0MB Releases Major Savings
and Reforms Volume
The Office of Management and Budget released the Major
Savings and Reforms volume that provides further details of the
141 programs proposed for termination or reduction in the presi
dent’s fiscal year 2007 budget.
According to 0MB. last year Congress achieved $6.5 billion
in savings by adopting 89 of the president’s 154 proposed pro
gram reductions and terminations. The administration looks to
continue that work with another successful year of trimming pro
grams that are performing poorly or not national priorities, 0MB
added.
The volume is available at:

www.whitehouse.gov/omb/budget/fy2007/pdf/savings.pdf

Comments on the ED are requested
by June 30. It can be found at:

www.ifac.org/EDs
Comments on both proposals may be
mailed to IFAC, 545 Fifth Avenue, 14th
Floor, New York, NY 10017, or submitted
to:

publicsectorpubs @ifac.org
212/286-9570, Attention of the
IPSASB Technical Director

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter government supplement encourages readers
to share information and experiences through bylined articles
on subjects of interest to your fellow CPAs in government. If
the topic fits our editorial calendar and your article is fea
tured, you may claim continuing professional education cred
its for the time you spent preparing the article (in accordance
with the Joint AICPA/NASBA Statement on Standards for
Continuing Professional Education, revised as of Jan. 1,
2002). The first step is to submit article topics for approval to:
jmoraglio@yahoo.com

